
by SAMUEL PIZER AND FREDERICK CUTLER 

U.S. Trade With Foreign Affiliates of U.S. Firms 

X his report gives the first results of a 
new annual survey designed to show the 
amount and pattern of those exports 
from the United States which reach 
foreign markets through foreign af­
filiates of U.S. firms. Information of 
this type is needed to fiU one of the 
large gaps in our knowledge of the over­
aU effects on U.S. trade and payments 
of the very rapid expansion of U.S. 
industry into producing and distribu­
tion facUities abroad. Up to now, the 
principal data regularly coUected have 
shown the capital flows, payments of 
income and fees, total sales abroad, and 
shipments by the foreign affiliates to 
the United States.^ Additional data 
are also coUected on the total capital 
expenditures and financing of the af-
fiUates. It has not been possible, 
however, to relate this information to 
U.S. export trade, which can be signif­
icantly-affected in several ways: foreign 
affiliates use U.S. goods and parts or 
components in manufacturing; they act 
directly or indirectly to promote the 
sale of U.S. goods; they use U.S. capital 
equipment; they also produce goods 
abroad which compete with or sub­
stitute for U.S.-produced goods; and 
they alter indirectly the capacity of 
foreign coimtries to make doUar ex­
penditures of aU kinds, with the possible 
effect of raising both our exports and 
imports and leading to enlarged inter­
national trade without changing the 
balance. 

I t shoiUd be stressed at once that the 
information now becoming avaUable 
can help to describe the size and nature 
of these effects, but too much should not 
be expected at this early stage in the 
exploration of this complex subject. 
Reports are being received from a large 
cross section of U.S. industrial com­
panies with foreign aflBliates, but, as 
the note on methods at the end of this 

report points out, there are many dif­
ficulties in estimating universe totals in 
detaU. For many relationships a series 
of observations over time is necessary 
for any useful conclusions, but only 
very incomplete data are now avaUable 
for a few prior years. To study the 
effects of competition or substitutions 
of foreign-produced goods for U.S. goods 
a much broader and more detaUed 
analytical framework wovdd have to be 
developed, involving demand and sup­
ply conditions in specific markets for 
specific products. Although the data 
that foUow iUuminate a part of this 
subject, and the continuing survey wUl 
provide the necessary time series, it is 
clear that any kind of definitive analysis 
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of the overaU effects of foreign invest­
ment on our balance of payments wiU 
depend on the results of a comprehen­
sive survey of direct foreign investments, 
going beyond the 1957 survey." 

Principal findings 

1. On the basis of reports from a 
sample group of U.S. industrial com­
panies, foreign afSUates of aU such 
firms imported at least $5 biUion of 
U.S. goods in 1963. Since aU U.S. 
purchases by the foreign aflBliates could 
not be identified by the parent com­
panies who reported, this does not 
represent their total imports from the 
U.S. The $5 bUUon represented about 
23 percent of aU U.S. exports in 1963. 

2. U.S. manufacturing firms ac­
counted for $4.4 biUion of these exports 
to foreign aflBliates; this included $3.2 
bUUon to their manufacturing instaUa-
tions and $1.2 biUion to aflBliates that 
are primarUy distributors of the parent 
company's products. The $4.4 billion 
of exports to the affiliates of manufac­
turing firms can be compared with 
total exports of selected manufactured 
and semimanufactured goods from the 
United States of $13.3 bUlion. In 
order to provide a product range 
roughly comparable with that of the 
foreign affiliates, the latter figure ex­
cludes certain products not produced 
in significant quantities abroad by 
U.S. companies, such as scrap metals, 
aircraft, and mUitary items, but in­
cludes some semimanufactures not usu­
aUy included in a manufacturing cate­
gory. 

3. Of exports to the manufacturing 
affiUates abroad, about 40 percent were 
materials, components or other manu­
factures for processing and assembly, 
and about 34 percent were manufac­
tures resold by these affiUates with 
minimum further processing. The re-

• For the most recent data see the STJRVEY OP COKRENT 
BUSINESS for August 1964 and October 1964. 
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Note.—See methodology for data derivation. 

U.S. Department of Commerce, Oifice of Business Ecanomics 

2 U.S, Business Investments in Foreign Countries, pub­
lished by the Ofhce of Business Economics In 1960. 
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mainder was mainly capital equipment, 
items purchased here directly by the 
foreign affiliates, and other items not 
identified by type. 

4. Exports (except capital goods) to 
the manufacturing aflBliates abroad 
appear to be the equivalent of more 
than 9 percent of the total sales of 
the aflBliates, which amounted to over 
$31 biUion in 1963. This ratio varied 
greatly among the product groups and 
areas of the world; for some product 
lines, such as processed food or paper 
and pulp, the use of U.S.-source goods 
was minimal, whUe for nonelectrical 
machinery the ratio of exports to sales 
was 16 percent. Among the areas, 
Canadian plants used a relatively high 
proportion of U.S. imports in their 
production activities, whUe for Euro­
pean aflBliates the overaU ratio was 
under 5 percent. 

Estimated Exports to Foreign Affiliates, 1963 

[Millions of dollars] 

Manufacturing: 

As reported 
Amount added to reach estimated universe 

total —. 
Estimated universe total 

Distribution: 

As reported - - —. 
Amount added to reach estimated universe 

total 
Estimated imiverse total 

Petroleum, as reported 
Mining, as reported -
other industries, as reported 

Total, all industries 

1,426 
3,221 

687 

534 
1,221 

358 
80 

127 
6,007 

5. It appears that the growth in 
exports to foreign manufacturing aflBU-
ates has roughly kept pace with the 
growth in other manufacturing exports 
from the U.S. since 1959, but that these 
overall growth rates are lower than the 
rate of increase of sales by the foreign 
plants. However, there are significant 
divergences from this pattern for 
individual areas and product lines. 

6. The direct reflection in the balance 
of payments accounts of the activities 
of the foreign manufacturing affiUates 
is a sizable surplus. On the receipts 
side in 1963 are exports of $3.2 biUion 
and remittances of income and royalties 
amounting to $1 bUUon; on the pay­
ments side are imports into the U.S. 
from the affiUates of $1.1 biUion and 
net capital outflows of $0.7 bUlion. 
This direct measure cannot represent 
the fuU effect of increased investment 
abroad, however, because it does not 

take account of many indirect results. 
A full measure would include, for in­
stance, an evaluation of the effect on 
the competitive position of U.S. based 
industry resulting from the extension of 
U.S. industry abroad, as compared 
with the loss of foreign markets that 
might result from increased competition 
by foreign firms not affiUated with U.S. 
parent companies. 

Exports to Foreign Affiliates 

Detailed tabulations of data reported 
for 1962 and 1963 are given in the first 
two tables, Avith adjustments to improve 
year-to-year comparability, but with­
out attempting to expand the detaUed 
results to universe estimates. Such 
universe estimates for summary data 
are given in tables 3-7. 

The breakdown by type of exports in 
table 1 shows that for 1963 about 25 
percent of the total was for further 
manufacture abroad, and that these 
were mainly parts or components rather 
than crude materials. The largest 
single category, accounting for 44 percent 
was exports of manufactures for sale 
without further processing. Manufac­
turing affiUates abroad serve to an 
important extent as distribution points 
for U.S. products of the parent com­
panies; in addition nearly all of the 
distributing affiUates covered in the 
surveys are owned by U.S. manufac­
turing companies, and they are also 
important in marketing U.S. manu­
factures abroad. Petroleum companies 
distribute sizable quantities of such 
U.S. manufactures as tires and acces-

Table 1.—Reported i Exports t o t h e Foreign Affiliates of U .S . F i n n s , 1962 and 1963, 
by Industry and Area 

[MiUions of doUars] 

By Industry of foreign aflUiate 

Total reported exports 
Charged on parent company books: 

For processing or assembly 
Parts, components, or other manufactures 
Crude materials or supplies 

For resale without further manufacture 
Capital equipment _ . . 
other exports charged to parent 

Other exports: 
Exports purchased directly by foreign affiliate 
Exports sold by affiliate on commission basis 

Manufacturing, total 
Charged on parent company books: 

For processing or assembly 
Parts, components, or other manufactures 
Crude materials or supplies 

For resale without further manufacture 
Capital equipment 
Other exports charged to parent 

Other exports: 
Exports purchased directly by foreign alBliate.. 
Exports sold by affiliate on commission basis—. 

Dislribution.^totalJ. -
Charged on parent company books: 

For processing or assembly — 
Parts, components, or other manufactures 
Crude materials or supplies 

For resale without further manufacture 
Capital equipment -
other exports charged to parent. 

other exports: 
Exports purchased dh-ectly by foreign affiliate.. 
Exports sold by affiliate on commission basis.. . 

Petroleum, total 
Charged on parent company books: 

For processing or assembly 
Parts, components, or other manufactures 
Crude materials or supplies 

For resale without further manufacture.. 
Capital equipment -
other exports charged to parent . . 

Other exports: 
Exports purchased directly by foreign affiliate.. 
Exports sold by affiliate on commission basis. . . 

other industries, total 
Charged on parent company hooks: 

For processing or assembly. 
Parts, components, or other manufactures 
Crude materials or supplies 

For resale without further manufacture 
Capital equipment — 
other exports charged to parent 

other exports: 
Exports purchased directly bv torcign affiliate.. 
Exports sold by affiliate on commission basis..-

All areas, 
total 

1962 1963 1962 1963 

2,697 

620 
66 

1,195 
216 
121 

286 
193 

1,539 

603 
543 
60 

622 
93 
13 

215 
93 

672 

46 
45 
1 

494 
26 
7 

34 
65 

293 

15 
15 

162 
48 
68 

20 
(*) 
192 

22 
17 
5 

27 
49 
43 

17 
34 

Canada 

2,760 

786 
725 
61 

1,207 
149 
119 

315 
184 

1,687 

703 
646 
57 

656 
62 
15 

255 
106 
611 

44 
41 
3 

472 
22 

(•) 
22 
51 

315 

2!; 
20 

144 
39 
64 

22 
26 

147 

18 
17 
1 

35 
36 
41 

16 
1 

847 

294 
283 
11 

305 
23 
10 

207 
8 

723 

277 
268 

9 
233 
23 
3 

180 
7 

104 

18 
1 

16 

(•) 
(•) 

6 
1 

(•) 

(•) 

1 
2 

(•) 

972 

348 
340 

8 
334 
25 
10 

237 
18 

844 

332 
325 

7 
261 
23 
10 

210 
18 

112 

15 
IS 

64 
(•) 

6 

16 
16 

78 
(•) 

18 
(•) 

13 
(•) 
(•) 

3 
1 

(•) 

A 
1 

(•) 

Latin 
America 

Europe 

1962 1963 

644 

162 
144 
18 

243 
72 
75 

34 
58 

290 

138 
120 
18 
71 
16 
7 

15 
43 

163 

5 
4 
1 

136 
4 

(*) 
3 

15 
95 

6 
5 

16 
(•) 

698 

176 
161 
15 

231 
63 

35 
107 
287 

145 
131 
14 
66 
7 
1 

18 
60 

174 

8 
7 
1 

140 
2 

(•) 
3 

21 
129 

5 
6 

32 
21 
45 

1 
25 

107 

17 
17 

2 
34 
40 

14 

1962 1963 

842 

153 
131 
22 

508 
52 

19 
102 
362 

124 
103 
21 

158 
37 

2 

15 
26 

353 

23 
23 

{•) 
266 
11 

62 
3 
6 

60 

792 

181 
154 
27 

486 
35 

26 
67 

397 

164 
129 
25 

174 
17 
3 

23 
26 

285 

18 
16 
2 

225 
12 

(*) 
30 

57 

R 

n 
26 

29 

other areas 

1962 1963 

77 
61 
16 

139 
68 
28 

26 
26 

165 

64 
62 
12 
60 
17 
1 

5 
18 
51 

3 
3 

28 
10 

(•) 

10 

"i07" 
6 
5 

(•) 

41 

C'l 

81 
70 
11 

157 
25 
16 

17 
2 

159 

72 
61 
I I 
75 
5 
1 

4 
2 

40 

3 
3 

29 
8 

(•) 
93 

51 
12 
14 

10 
. . . . . 

(•) 

F2 
(•) 

1 

1. Amounts are given as reported by sample group without blow.up; includes only data for affiliates covered in both years. 
2. Almost untirely distributing affiliates of U.S. manufacturing firms. 
•Less than .$500,000. 

NOTE.—Detail may not add to totals because ot rounding. 
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series through their foreign aflBUates. 
Exports of capital equipment, i.e., 

equipment charged to capital account 
by the foreign aflBUates, appear rela­
tively smaU in these surveys (see also 
table 5) but coverage of these exports 
is probably relatively deficient because 
reporting parent companies do not have 
a record of purchases by their sub­
sidiaries or construction firms buUding 
plants under contract abroad. 

Nearly aU of the exports mentioned 
above were exported directly by the 
parent company to the afl&Uate, or were 
purchased by the parent for account of 
the foreign affiliate. In addition, fairly 
substantial amounts of goods purchased 
directly in the United States by aflBUates 
were reported, but about two-thirds of 

Manufacturing Affiliates Abroad 

Imports from U.S. compared with 
totfd sales of affiliates 

1962 1963 

1962 1963 I 1962 

Note.— See methodology for data derivation. 

U.S. Department of Commerce, Office of Business Economics 

this was reported for Canadian aflBUates. 
It is not known yet whether such direct 
purchases in the United States by 
affiUates in other countries are in fact 
quite smaU, or whether the records of 
the parent companies do not reflect 
them. 

A final, relatively small category of 
exports is goods sent to the aflBUates 
for sale on a commission basis, mainly 
manufactures of the parent companies. 

Largest exports to Canada 

AffiUates in Canada account for far 
more imports from the United States 
than affiUates in any other country or 
area shown in table 2. Most of the 
Canadian imports are for manufactur­
ing, especiaUy by automotive plants, 
which were expanding their imports 
considerably from 1962 to 1963 as 
production rose. 

Exports to affiUates in Latin America 
are quite sizable, and include a large 
part of the exports to petroleum affil­
iates (especiaUy in Venezuela) and to 
affiUates in agriculture and mdning. 
Also, Panama is the site for distributing 
aflBUates of many manufacturing com­
panies, though the exports may actuaUy 
be sold in distant areas. The principal 
increase from 1962 to 1963 in manu­
facturing exports to Latin America was 
reported for Mexico; for Argentina 
there was a marked decline. Exports 
to BrazU did not change materiaUy and 
were relatively "minor in view of the 
large U.S. manufacturing investment 
there. 

Though shipments to European affili­
ates account for nearly 30 percent of 
the reported exports, they are relatively 
small when related to the scale of opera­
tion of U.S. companies in Europe. 
Much of the European total is ac­
counted for by Swiss distributing aflBl­
iates with worldwide markets; exports 
to these firms dropped considerably 
in 1963 as some parent companies 
shifted production to foreign manu­
facturing plants. Exports to the 
United Eangdom were next largest in 
Europe. 

In the rest of the world, the affiUates 
in d e v e l o p e d countries—^AustraUa, 
Japan, and the RepubUc of South 
Africa—accounted for most of the 
imports from U.S. parent companies. 

Exports and foreign production 

In order to study the relationship 
between exports and the growth in 
sales of foreign aflBliates it is necessary 
to expand the reported export data to 
totals consistent with the estimated 
total sales of foreign aflBliates. These 
expanded export %ures are given in 
tables 3 and 4. Similar procedures 
could not be foUowed for other indus-

. tries since no link to foreign sales was 

HAonufocturing Affiliates Abroad 

* Stdes of foreign affiliates have risen faster 
than exports of principal manufactures 
from the U.S. 

• U.S. exports to foreign affiliates of U.S. 
numufacluring firms have kept pace with 
U.S. exports of manufactures since 1959 

Billion $ (ratio scale) 

40 

^ Excludes items not produced atiroad by U.S. companies in 
significant amounts. 

^ ^ Estimates based on sample reports and represent primarily parent 
company sales. Includes sales through foreign affiliates that are 
primarily distributors of products of U.S. parents. 

Note.—See methodology for data derivation. 
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Table 2 .—Reported' Exports t o Affiliates in Selected Countries , 1962 and 1963 

[Millions of dollars] 

Area and Country 

Total reported 
exporte to 
affiliates 

All areas, total . 

Canada 

Latin American RepubUcB, total 
Argentina 
Brazil 
Chile 
Colombia 
Mexico 
Panama 
Peru 
Venezuela 
Other Latin American Republics. 

other Western Hemisphere 

Europe, total 
Common Market, total 

Belglimi and Luxembourg. 
France 
Germany 
Italy 
Netherlands 

Other Europe, total 
Sweden 
Switzerland 
United Kingdom 
Other countries 

Africa, total 
Republic of South Africa., 
Other African countries.-

Asia, total 
India 
Japan 
Philippine Eepubllc.-, 
Other Asian countries. 

Oceania, total 
Australia 
Other countTJes-

1962 1963 

2,697 

847 

595 
80 
45 
47 
27 

112 
113 
34 

103 
34 

49 

842 
275 
51 
61 
88 
29 
46 

568 
28 

342 
164 
34 

116 
31 
S.'i 

148 
17 
47 
27 
57 

Exports to foreign affiliates by or through 
parent company 

For processing 
or assembly 

1952 1963 

2,760 

972 

619 
34 
41 
39 
26 

147 
143 
36 

120 
33 

79 

792 
295 
66 
75 
89 
26 
49 

496 
24 

257 
189 
26 

71 
40 
31 

124 
17 
47 
26 
34 

103 
96 
7 

686 

294 

161 
39 
17 
14 
9 

57 
1 
2 

18 
4 

153 
72 
IS 
20 
24 
S 
8 

81 
7 
7 

61 
6 

19 
18 
1 

23 
4 
5 

10 
4 

786 

348 

173 
20 
17 
16 
8 

72 
1 
2 

36 
2 

181 
80 
13 
22 
30 
5 

10 
101 

5 
13 
78 
5 

23 
22 
1 

20 
3 
5 
7 
5 

38 
38 

(•) 

For resale 
without 
further 

manufacture 

1962 1963 

1,195 

305 

234 
12 
15 
6 
8 

31 
106 
12 
38 

7 

508 
129 
31 
34 
29 
14 
21 

380 
17 

269 
77 
17 

18 
11 
7 

83 
12 
36 
14 
21 

35 

Capital 
equipment 

1962 1953 

1,207 

334 

205 
4 

11 
3 
5 

34 
106 
13 
24 
5 

26 

486 
151 
35 
42 
39 
14 
21 

335 
16 

216 
89 
14 

23 
15 
8 

79 
13 
34 
15 
17 

55 
48 

7 

216 

23 

61 
14 
2 
6 
6 
3 
1 
3 

19 
7 

52 
35 
3 
5 

24 
2 
1 

17 
1 

(•) 
9 
7 

31 
(*) 

31 

18 
1 
6 
2 

19 
19 

(•) 

149 

25 

54 
4 
2 
8 
5 
3 
1 
3 

21 
7 

35 
26 
4 
8 

10 
2 
2 
9 
1 
1 
3 
4 

5 
1 
4 

16 

(•) 
8 
1 
7 

(• 

Other U.S. 
exports to 

foreign 
affiliates 

1962 1963 

600 

225 

139 
16 
11 
22 
4 

21 
5 

17 
28 
16 

28 

129 
39 
2 
2 

11 
8 

16 
90 
3 

67 
17 
3 

48 
2 

46 

24 
1 

(•) 
I 

22 

7 
7 

(•) 

618 

265 

187 
6 

11 
12 
8 

38 
35 
18 
40 
19 

41 

90 
38 
4 
3 

10 
5 

16 
52 
2 

27 
19 
4 

20 
2 

18 

(•) 
10 
1 

(•) 
1. Amounts are given as reported by somnle group without blow-up; includes only data lor affiliates covered in both years. 
• Less than $600,000. 
NOTE.—Detail may not add to totals because of roimding. 

avaUable. In any case, the relationship 
would not be as significant for extrac­
tive or service industries. 

The breakdown by industry of foreign 
manufacturing affiliates given in table 3 
shows that most exports were to those 
producing transportation equipment, 
chemicals, and nonelectrical machinery. 
Exports to affiliates in aU of these 
industries showed gains in 1963. Most 
of the gain in exports was to Canadian 
manufacturing aflSliates; increases re 
ported for other areas were relatively 
minor. Exports to distributing aflBliates 
abroad are large in Europe and Latin 
America, primarUy because of the use 
of subsidiaries in Switzerland and 
Panama for this purpose. Some de­
clines were reported for both areas in 
1963. 

When related to total sales of the 
manufacturing affiliates, as in table 4, 
exports appear to have risen from 1962 
to 1963 at roughly the same rate as 
sales, and to have averaged a little over 
9 percent of the value of sales. Since 

exports are generaUy reported FOB the 
U.S. port, some upward adjustment 
would be appropriate in order to take 
account of transport costs to the 
foreign plant and of foreign tariffs, 
internal taxes and the like. However 
such an adjustment would not change 
the export-sales ratio significantly.' 

Within the average ratio, there are 
important diflferences among the various 
product lines and areas. Three im­
portant types of products—processed 
foods, paper and pulp, and primary and 
fabricated metals—^require very little 
U.S.-source goods in the manufacturing 
process, so that exports to these aflBl­
iates average under 5 percent of sales. 
At the other end of the scale, a rela­
tively large proportion of U.S. goods 
is used by affiliates producing auto­
motive equipment and nonelectrical 
machinery. 

In almost every product line, how­
ever, the ratio of U.S.-source goods to 
sales of the foreign plants is much 
higher for Canadian operations than 

for those in other areas, and it tends to 
be lower in Europe than elsewhere. 
This stands out most clearly for auto­
motive products, where the ratio of 
exports to sales was 27 percent for 
Canada in 1963 (though it was de­
clining) but was under 3 percent for 
Europe, which accounts for half the 
foreign production by U.S. firms in 
this industry. 

With comparable data on these 
ratios avaUable only for the years 
1962-63, experience is not sufficient 
to determine whether any systematic 
changes in the overaU relationship of 
exports to sales are taking i)lace. I t 
seems clear that imder present con­
ditions the expansion of foreign pro­
duction by U.S.-owned plants in some 
areas, particiUarly Europe, involves a 
lesser expansion of exports of U.S. 
products for use or resale by the 
foreign affiliates than rising production 
elsewhere in such plants. But the 
data so far developed do not show 
whether the ratios of exports to sales 
are changing in specific areas and 
industries. The future relationship of 

Direct Transactions of Foreign 
Manufacturing Affiliates With the U.S. 

Billion $ 

Income, Royalties 
& Fees Received 

2 — 

1957 1962 1963 

Note.-Data on exports from U.S. and sales to U.S. are estimated from 
a sample of large manufacturing companies. Direct transactions do not 
measure tfie net effect on the balance of payments because indirect 
effects ot foreign production may be significant. 
(See metliodology for data derivation.) 
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Table 3 .—Estimated Tota l Exports ' t o Foreign A£Bliates of U . S . Manufactur ing Firms, 
1962 a n d 1963, by Industry and Type 

[Millions of dollars] 

exports to sales wiU be affected by 
both of these considerations. 

Industry and type 

Exports to foreign manufacturine affiliates, total 
By industry ot foreign afljllate: 

Food products 
Paper and allied products — 
Chemicals 
Bubber products — 
Primary and fabricated metals — 
Machinery (except electrical) -
Electrical machinery 
Transportation equipment 
other products 

By tsrpe of exports: 
Tor processing or assembly 

Farts, components or other manufactures 
Crude materials or supplies --_ 

For resale without further manufacture 
Capital equipment 
other exports charged to parent 
Exports purchased directly by foreign affiliate 
Exports sold by affiliate on commission basis 

Exports to foreign distributing' affiliates, total 
By tyise of exDorts: 

For processing or assembly 
For resale without further manufacture 
Capital equipment 
other exports charged to parent -
Exports purchased directly by foreign affiliate 
Exports sold by foreign affiliate on commission basis. 

AU areas, 
total 

1962 1063 

2,912 

168 
34 

550 
120 
136 
511 
266 
882 
266 

1,053 
895 
168 

1,067 
156 
21 

439 
177 

1,232 

83 
941 
31 
13 
60 

104 

Canada 

1962 1963 

3,221 

113 
44 

696 
144 
117 
671 
300 
943 

1,262 
1,130 

123 
1,086 

102 
33 

630 
219 

1,221 

77 
928 
42 
1 

60 
113 

1,430 

23 
194 
10 
70 

261 
162 
629 
114 

493 
459 
34 

506 
41 
6 

370 
14 

234 

29 
153 

(•) 
12 
38 
1 

1.694 

29 
30 

255 
45 
66 

291 
200 
592 
187 

614 
589 
24 

535 
37 
23 

439 
45 

240 

28 
167 

45 
(•) 

Latin 
America 

1962 1963 

606 

41 
9 

168 
30 
7 

35 
42 

165 
20 

227 
193 
34 

133 
42 
9 

25 
71 

310 

8 
265 

7 

15 
25 

Europe 

1962 1963 

510 

49 
13 

157 
29 
8 

29 
22 

178 
26 

206 
28 
97 
21 
4 

42 
114 

354 

14 
271 

4 
(*) 

13 
52 

681 

40 
(•) 
147 
63 
27 

154 
63 

114 
63 

230 
162 
67 

310 
48 
4 

31 
68 

610 

42 
483 
15 

(•) 
6 

64 

1962 1963 

728 

30 
(•) 
149 
52 
36 

168 
63 

107 
123 

285 
229 
65 

326 
27 
4 

36 
50 

511 

31 
402 

19 

P> 
59 

296 

104 
81 
23 

118 
26 
2 

13 
34 

79 

5 
60 
9 

(•) 
1 

13 

5 
2 

35 
18 
6 

83 
14 
67 
68 

121 
106 
15 

128 
16 

2 
12 
9 

116 

19 
( • ) 

1. Represents blow-up of sample returns (see methodological note), (but does not Include an aUowance for imreported 
indirect purchasies in the V.8. by foreign affiliates). 

2. Almost entirely distributing affiliates of U.S. manufacturing firms. 
•Less than $500,000. 

NOTE.—Detail may not add to totals because of rounding. 

Table 4.—Exports to Foreign Manufactur ing Affiliates Compared W i t h Their Tota l Sales , 
1962 a n d 1963 

(MiUlons of dollars; ratios in percent) 

Manufacturing, total: 

Food products: 

Hatio 
Paper and allied products: 

Sales of affiliates 
Ratio , 

Chemicals: 

Sales of affiliates , 

Rubber products: 
Export to affiliates 

Primary and fabricated metals: 

Machinery, exchiding electrical: 

Ratio 
Electrical machinery: 

Ratio 
Transportation equipment: 

other products: 
ExDorts to affiliates 

Ratio 

All areas, total 

1962 

2,580 
27,714 

i.s 
133 

3,385 
S.S 

33 
1,160 

g.8 

447 
4,245 
10. B 

115 
1,367 

8.4 

98 
2,033 

4.8 

469 
3,019 
IS.S 

247 
2,850 

8.7 

811 
6,665 
111.S 

227 
2,990 

7.6 

1963 

2.900 
31.317 

9.5 

82 
3,667 

n.e 
42 

1,269 
3.5 

481 
4,832 
10.0 

127 
1,415 

9.0 

108 
2,333 

4.6 

541 
3,311 
Ifi.S 

288 
3,220 

8.9 

876 
7,960 
11.0 

356 
3,310 
10. B 

Canada 

1962 

1,375 
9,376 
14.7 

69 
1,115 

6.t 

23 
920 
».B 

191 
1,250 
IB. 3 

18 
360 
S.0 

62 
1,065 

B.8 

233 
790 

ts.s 
160 

1,115 
U.5 

617 
1,730 
i9.9 

102 
1,030 

9.9 

1963 

1,611 
10,387 

IS.B 

28 
1,142 

t.B 

29 
969 
3.0 

243 
1,352 
18.0 

37 
385 
9.6 

62 
1,148 

S.4 
273 
881 

Sl.O 

195 
1,300 
IS.O 

573 
2,090 
t7.4 

171 
1,120 
IB.S 

Laiin America 

1962 

394 
3,999 

9.9 

23 
820 
H.S 

8 
100 
8.0 

92 
840 

11.0 

27 
302 
8.9 

6 
163 
5.7 

35 
114 

SO. 7 

38 
375 

10.1 

160 
785 

19.1 

16 
500 
S.0 

1963 

376 
4,28S 

8.8 

30 
940 
S.t 

11 
130 
8.S 

94 
1,000 

9.4 
24 

310 
7.7 

7 
196 
S.6 

2b 
120 

tl.7 

20 
300 
e.7 
142 
750 

18.9 

22 
540 
4.t 

Europe 

1962 

676 
11,780 

4-9 

35 
1,185 

5.0 

(•) 
80 

115 
1,760 

6.B 

Si 
460 

U.S 

25 
715 
S.S 

131 
1,850 

7.1 

42 
1,220 

S.S 

89 
3,280 

2.7 

86 
1,230 

7.0 

1963 

661 
13,610 

4.8 

20 
1,265 

1.6 

(•) 
95 

112 
2,040 

B.B 

48 
430 

11. t 

34 
840 
4.0 

159 
1,990 

8.0 

61 
1,470 

4.1 

98 
4,100 

i.i 

118 
1,380 

8.6 

Othei 

1962 

236 
2,560 

9.i 

6 
265 
».S 

2 
60 

S.S 

48 
395 

lt.t 

17 
245 
6.9 

6 
90 

6.7 

70 
265 

i6.4 
7 

140 
S.0 

65 
870 
6.3 

25 
230 

10.9 

areas 

1963 

263 
3,036 

8.7 

l.S 

75 
t.7 

32 
440 
7.S 

IS 

5 

83 
320 

is. 9 

12 
160 
8.0 

62 
1,020 

6.1 

45 
270 

16.7 

1. These exports are blown-up to universe totals for all foreign manufacturing aflUiates but exclude exports of capital 
equipment for use by foreign aftlUates and exports to be sold by the foreign aliUlate on a commission basis. For 1983 total 
exports to affiliates (table 3) were $3,221 million, including $102 million of capital equipment and $219 million of commission 
sales. 

2. Represents estimated total sales of foreign manufacturing affiUates including local sales and exports. 
•Less than $600,000. 

NOTE.—Cetail may not add to totals because of rounding. 

Other areas Relationship to total U.S. exports 

Exports to foreign manufacturiag 
affiliates in 1963 accounted for nearly 
one-fourth of total ejqiorts of compa­
rable manufactured and semimanufac­
tured goods from the United States 
(table 6), a slightly higher proportion 
than in 1962. Exports to distributing 
affiliates abroad accoimted for an addi­
tional 9 percent of such exports from 
the United States. About 57 percent 
of U.S. exports of these types of goods 
to Canada in 1963 went to manufactur­
ing affiliates there, compared to about 
22 percent for Latin America, 18 per­
cent for Europe, and only 7 percent for 
the rest of the world. 

When the results for 1962 are com­
pared with 1963, it appears that exports 
to the manufacturing affihates ia Can­
ada were rising somewhat faster than 
total U.S. exports of manufactures to 
that country. Exports to affiliates in 
Latin America rose slightly while total 
exports to that area were faUing. For 
Europe, exports to the affiliates rose 
about 7 percent, a bit more slowly than 
total comparable exports. There was 
no increase in exports to affiliates in 
"other" areas though total exports to 
such areas rose considerably. 

A further set of statistics developed 
by the surveys shows total exports 
made by the parent companies to the 
countries in which they have manufac­
turing and distributing affiliates. These 
exports totaled $4.9 billion in 1963, as 
shown in table 6, about 37 percent of all 
exports of the type produced by the 
industries represented. I t should be 
noted that this is far short of the total 
exports of this group of companies, since 
it excludes their exports to countries 
where they do not have such affiliates, 
and also excludes exports of their 
products not made directly by the 
companies themselves. Moreover, it is 
less than total U.S. exports to the 
foreign affiliates, which would also 
include goods purchased from non­
affiliated U.S. companies, capital equip­
ment, and commission sales for non­
affiliated firms. 

About three-quarters of the $4.9 
billion of parent company exports went 
through their foreign manufacturing or 



December 1964 SURVEY OF CUREENT BUSINESS 25 
Table 5. Exports of Capital Efpiipment 

to Manufacturing Affiliates Compared to 
Their Plant and Equipment Expendi­
tures, 1962 and 1963 

[MlUions ot dollats] 

All areaa, total 

Canada 

Latin America 

Common Market 

Exports of 
capital 

equipment 

1962 

156 

41 

42 

48 
35 
13 

26 

1963 

102 

37 

21 

27 
21 
6 

16 

Plant and 
equipment 

ejcpendi-
tures 

1962 

1.941 

458 

281 

953 
548 
405 

249 

1963 

2.163 

635 

305 

1,034 
534 
500 

279 

NOTE.—Detail may not add to totals because of rounding. 

distributing affiliates. About 85 per­
cent of their exports to Canada moved 
in this way, and about three quarters 
of their exports to Latin America and 
Europe. These results clearly show 
that for those coimtries where affihates 
have been established a very large part 
of the export trade of the parent 
company enters through the affiliate. 
As the preceding section indicated, 
some of these exports by the parents 
enter into the production process of 
their manufacturing affiliates, though 
this relationship varies widely among 
areas and industries; also a large 
portion is sold without further process­
ing by manufacturing and distributing 
affiliates. The differential influences of 
these export market patterns remain 
to be studied. 

As noted above, time-period analysis 
is limited by the lack of comparable 
data on exports to affiliates for years 
before 1962. Using partial data col­
lected earher, it appears that exports to 
manufacturing affiliates abroad were 
about $2.2 billion in 1957, rose to about 
$2.5 billion in 1959, and $2.8 billion in 
1960. For 1962 and 1963 the compa­
rable figures are $2.9 billion and $3.2 bilHon. 

As the chart shows, the rise from 
1957 to 1959 was relatively large, and 
came at a period when overall U.S. 
exports were falling. Output of the 
foreign manufacturing affiliates was 
rising at about the same rate as the 
parent companies' exports to them in 
that period. From 1959 through 1963 
the exports to affiliates rose about 30 
percent, about the same rate as the 
rise in all U.S. exports of manufactures, 
while sales of the U.S.-owned foreign 
manufacturing plants rose about 50 

755-336« 

percent. In this period, therefore, the 
proportion of U.S.-source goods to sales 
of the foreign affihates declined somewhat. 

Direct effects on balance of payments 

Using the estimates for exports to 
foreign affiliates derived from this new 
survey, together with data previously 
developed from other surveys, it is 
possible to show (table 7) that receipts 
in the balance of payments from foreign 
manufacturing affiliates exceeded pay­
ments in 1963 by $2.4 billion. About 
$1 billion of the net receipts was as­
sociated with Canadian affihates, $0.7 
bilfion with European affiliates, and 
$0.4 bilfion with those ia Latin America. 

The overall receipts balance for these 
affiOates was about $1.2 bilfion in 1957, the 
first year for which the necessary es­
timates are available. Gains of $1 
biUion in exports and $0.5 bilfion in 
income receipts since 1957 far exceeded 
the $0.3 billion increase in net capital 
outflows, and there was practicaUy no 
change in imports into the United 
States from the affihates, which re­
mained at about $1 billion annually. 

As noted at the beginning of this 
article, however, these statistics leave 
out of account a great many aspects of 
the spread of U.S.-operated plants 
abroad which are relevant to an evalua­
tion of their net effect in the U.S. 
balance of payments. For instance, 
little is known about the specific com­
modities affected, the extent to which 
their continued exportation would soon 
be made impossible by competition or 
trade barriers abroad, or the extent to 

Table 7.—U.S. Trade and Other Transac­
tions With Foreign Manufacturing Affili­
ates of U.S. Companies, 1963, by Area 

[MiUions of doUars] 

C S . receipts from 
foreign mannfactnr-
Ing affiliates, total.. . 

Merchandise 

Dividends, in­
terest and 
branch profits 

Boyalties and fees. 

U.S. payments to 
foreign manufactur­
ing affiliates, total. . . 

Merchandise tm-

Net capital out-

AU 
areas, 
total 

4,227 

3,221 

660 
346 

1,808 

1,092 

716 

Can­
ada 

1,983 

1,694 

206 
83 

920 

819 

101 

Latin 
Amer­

ica 

626 

510 

70 
46 

223 

75 

148 

Eu­
rope 

1,200 

728 

296 
176 

479 

116 

364 

AU 
other 

418 

289 

88 
41 

186 

83 

103 

1. Primarily represents exports of parent companies; ex­
ports purchased directly by foreign afflUate, and capital 
equipment purchased hi the United States, are understated 
by an unknown amount. 

NOTE.—DetaU may not add to totals because of roundhig. 

which their exportation has been sup­
planted by production in U.S.-owned 
plants located abroad. Even more 
complex is the question of the effect on 
our balance of payments of additional 
incomes generated abroad by these 
enterprises, and the manner in which 
dofiar exchange saved by foreign coun­
tries through local production of needed 
manufactures may, at least in part, 
lead indirectly to alternative expendi­
tures here. 

Some of these questions may be 
clarified as additional information is 
coUected and analyzed. The data now 
available show principaUy the very 
significant dimensions of the foreign 
investment operations of U.S. firms, 
and indicate some of the movements 
in these operations. 

Table 6.—Exports to Foreign Manufacturing and Distributing Affiliates, Compared With 
Total of Exports of Selected Manufactures From the U.S., 1962 and 1963, by Area 

[MiUions of doUars] 

Exports of selected manufactures 
tromXI.S.' 

Exports to foreign manufacturing 
affiUates of U.S. firms 

Exports to foreign distributing affll-

Total exports of U.S. parent com­
panies to countries where they 
hare manufacturing or distributing 
affiliates' 

Amount reported in line 4 charged 
on parents' books or sold on com­
mission basis and included in lines 

AU areas, total 

1962 

12, 570 

2,912 

1,232 

4,680 

3,242 

1963 

13,266 

3,221 

1,221 

4,873 

3,631 

Canada 

1962 

2,799 

1,430 

234 

1,455 

1,231 

1963 

2,971 

1,694 

240 

1,685 

1,416 

Latin America 

1962 

2,545 

506 

310 

1,002 

669 

1963 

2,377 

510 

354 

860 

666 

Europe 

1962 

3,680 

681 

610 

1,636 

1,060 

1963 

4,028 

728 

611 

1,579 

1,183 

other areas 

1962 

3,546 

296 

79 

687 

282 

1963 

3,890 

289 

116 

749 

366 

1. See methodology for derivation of export totals. 
2. This includes all shipments consigned to residents of the foreign countries in which U.S. parent companies have affiliates: 

exports of parent companies to other countries, or sold through intermediaries are not included. 
3. For 1963 the amount in line 5 is $811 miUion less than the total of lines 2 and 3. This represents primarily direct purchases 

by affiliates ($530 miUlon in table 3), that part of exports charged on the parent company books but shipped by others, and a 
part of the commission sales. Separate amounts are not available for these items. 

NOTE.—Detail may not add to totals because of rounding. 
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Methodology 

The annual survey on U.S. Exports to Foreign AffiUates of 
U.S. Firms (Form BE-134) is designed to provide data on the 
movement of U.S. exports to or through foreign affiUates of 
U.S. firms. The first such survey covered the year 1962; this 
report includes the results of that survey as weU as the data 
for 1963 obtained in the summer of 1964. The number of 
U.S. parent companies reporting in 1963 was 256, covering 
about 2,600 foreign affiliates. 

No benchmark data exist for exports to foreign affiUates, 
and therefore the attempt to blow up some of the data to 
universe totals is based on a tie to statistics on sales of foreign 
affiUates coUected from a similar group of reporters providing 
data annuaUy on Form BE-133, Soiu-ces and Uses of Funds 
of U.S. Direct Investments Abroad (see SUEVEY OP CUEEENT 
BUSINESS for October 1964, page 5fO. The data for exports to 
manufacturing and distribution aiBUates_ have been ex­
panded to universe estimates by relating exports to the sales 
of the same foreign affiUates, and then relating these sales to 
previously calculated total sales of affiUates in each area and 
industry^ For capital equipment, a relationship to plant 
and equipment expenditures was used. The foUowing table 
indicates the extent of the resulting blow-up of reported 
amounts: 

1963 Exports to Foreign Affiliates 
[MilUons of doUars] 

AU areas, total 

Latin America 

other areas 

As reported 

Manu­
facturing 

1,795 
892 
301 
431 
171 

Trade 

687 
121 
202 
297 
67 

Expanded total 

Manu­
facturing 

3,221 
1,694 

510 
728 
289 

Trade 

1,221 
240 
354 
511 
116 

As the relatively large volume of exports of reporting com­
panies indicates, the sample of reporters was selected to 
include enterprises having a large volume of exports and 
sizable foreign operations. The selected group of firms 
covered mainly manufacturing companies having foreign 
manufacturing and distribution affiliates. I t does not cover 
companies whose basic activity in the United States as weU 
as abroad is that of a trading or export company. 

The companies covered in the mining and petroleum in­
dustries include most major companies having international 
investments and no attempt has been made to expand their 
exports to universe totals. However, it is beUeved that this 
omission is not significant. No attempt was made to cover 
firms in the service industries. 

Definitions: 

The term "aifiUate or affiUated company" used in this 
article refers to foreign branches, or to foreign companies in 
which U.S. parent firms own at least 25 percent of the voting 
stock. Most of these foreign companies are wh;;Uy-owned 
or majority-owned foreign subsidiaries of U.S. firms. 

"Exports of selected manufactures" used in Table 6 
consists of total U.S. exports of manufactured or semi-
manul^tured goods, but excludes commodities not common 
in the activities of U.S. companies abroad, such as animal fats 
and oils, hides and leather, grains and preparations, civilian 
aircraft, scrap metals, and coal and related fuels, among 
others. However, such products or materials as primary 
metals, synthetic and crude rubber, pulp and waste paper, 
tobacco manufactures, dauy products and eggs, meat and 
preparations, fruit, nuts and vegetables, and animal feed, 
etc. are included because the foreign affiliates produce similar 
classes of goods. The total of selected exports of manufactures 
in 1963 was $13,266 mUlion, which can be compared with 
total exports of manufactures (SITC classes 5-9) of $12,566 
mOIion. 

Data coUected in this survey provided information on the 
type of exports by reporters. These types included exports 
for processing or assembly, either in the form of parts and 
components, or as crude and umnanufactured inaterials or 

supplies; exports for resale without further mannltoture; 
capital equipment and machinery, and exports made to tne 
affiliate on a commission basis, among otliers., Information 
supplied by reporters did not include a breakdown of the 
exports to foreign afliliates by commodities. 

Notes to charts 

Exports used in the chart on psge 20, Estimated Exports 
to Foreign AffiUates, include the blown-up totals for manu­
facturing and distribution, including partial information on 
exports by other (than parent) U.S. firms to these foreign 
afflUlates. For other industries (petroleiun.mining, etc.), the 
amounts used are reported totals for 1963 without any 
blow-up. 

Exports, used for the chart on page 22, Imports From U.S. 
as Share of Total Sales, include the blown-up total for manu­
facturing companies, broken down by areas, but exclude the 
export of capital equipment for use by the foreign affiliates 
and United States exports sold by the foreign affiUates on a 
commission basis. 

Exports in the second chart on page 22 include aU exports to 
manufacturing affiUates abroad on a blown-up basis. These 
exports have been carried back to 1957 on the basis of more 
Umlted information for 1969 and 1960 coUected by OBE in 
1961 (Form BE-600, Special Survey of Foreign Subsidiary 
Operations) and for 1957 obtained in the OBE Survey of 
American Business Investments in Foreign Coimtries. Ex­
ports for 1957,1959 and 1960, were matched with sales for the 
same foreign affiUates for those years, and raised to universe 
totals based on the ratio of matched sales to total sales of aU 
foreign manufacturing affiUates. 

Exports in the chart on page 23, Direct Transactions of 
Foreign Manufacturing Affiliates with the U.S., cover ex­
ports to foreign manul^cturing affiUates only. Data on U.S. 
imports irom foreign affiUates are taken &om the October, 
1964 STJEVET OF CtTEBENT BtTsiHBSS, table 7, page 12, and 
cover the same manufacturing industries and commodities 
as the statistics on U.S. exports covered by this article. 

Expansion i n P l an t a n d E q u i p m e n t Expenditures—Continued from page 7 

had been in a declining phase from 1957 
to early 1963, have shown a substantial 
pickup this year. Both groups are 
projecting sharp increases in the first 
half of next year. 

Airlines step up purchases 

Kising plant and eqtdpment expendi­
tures of the nonrail transportation 
group are reflecting mainly increased 
purchases by the airlines for medimn-
and short-range jet craft. From mid-
1962 to mid-1964 expenditures of the 
airlines had declined as the long-range 
jet acquisition programs matured. 
With the improvement in their financial 
position as a consequence of the com­
pletion of major equipment payments 
and increased jet travel, airfines are 
now tumiog to an interim program of 

equipment buying, prior to the ac­
quisition of supersonic craft. 

Railroad expenditures rise sharply 

Capital expenditures by the railroads 
this year wiU probably exceed $1K 
biUion—up one-third from 1963, for 
the third successive year of substantial 
expansion. Expenditures in the early 
part of next year are expected to reach 
a ra te of about $ 1 ^ biUion. 

Investment by railroads has char­
acteristicaUy fluctuated very widely. 
Peak outlays, in the neighborhood of 
^lYs biUion, were made in 1949, 1951, 
and 1957; on the other hand, spending 
has faUen as low as $% biUion-$f^ 
bUfion in 1954, 1958, and 1961. Since 
the spending trough in the fourth 
quarter of 1961, road and equipment 

expenditures have iacreased by 150 
percent—^more than in any other expan­
sion in the postwar period. 

The extended recovery has approxi­
mately coincided with a marked im­
provement in railroad net operathig 
income, which had dropped to its 
lowest point in more than 40 years in 
the first quarter of 1961. The carriers 
have been placing special emphasis on 
the modernization of their freight cars. 
Business generated by the railroad 
equipment expencfitures is reflected in 
the rise of more than two-fifths in the 
production of freight car equipment 
since early 1961. Over the same period 
expenditures for road have held rela­
tively stable and are very low by 
postwar standards. 


